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HIGHLIGHTS 


The output of primary forest products has remained fairly 
stable in amount for approximately the past 80 years, but 
has undergone major shifts in composition. The shifts have 
culminated in a much broader spectrum of commercial species, 
much closer utilization in trees of small diameters, and 
greater utilization with respect to mill residues. 


In 1978, the more than 800 primary wood-using mills of 

various kinds operating in the Province gave direct employment 
to about 78,000 persons and paid out wages and salaries in the 
aMoOunteOrool.2 Diliton. The Gross Provincial Product f£0r 
Ontario was $89.7 billion of which the value added by the 
ZOLCotethOuGtr VY WaseabOut.of,. billion, OF, 2.3 per scent Of the 
EOtal Of all economic activity in the Province. This was a 
relative decrease from 2.6 per cent in 1973. 


Northern Ontario is the dominant area in terms of wood 

harvested and the manufacture of primary forest commodities. 

The south is dominant in the production of consumer goods, 

and as a source region of most supplies and services. The 
importance of the forest industry to the north is strongly 
emphasized by the fact that 77 and 20 per cent of the total 
employment in manufacturing in the northwestern and north- 

eastern regions, respectively, is forest-oriented. In the 

more highly industrialized southern region, the forest industry 
provides only 6 per cent of the total employment in manufacturing. 


The corest.industry 1S highly cyclical in’ nature, subject to 
the influences of housing and business cycles as well as to 
labour/management disputes and structural changes such as 
integration, greenfield development, and large production 
Capacity increments. Forest industries in Ontario are more 
profitable than in Canada as a whole, although in comparison to 
other Canadian industries, the Canadian forest industries are 
comparable or lower in profitability. Physical productivity has 
risen dramatically in the last two decades, and this has been 
matched by an equally significant rise in the industries' real 
wages. 


In the national setting, Ontario accounted for 18 per cent of 
Canada's timber harvest, 8 per cent of lumber output, 20 per 
cent of wood pulp production and 24 per cent of the paper and 
paperboard products produced in Canada. Perhaps one of the most 
important measures to be considered is the degree of manufacture 
of wood that takes place within provincial boundaries. In this 
respect, Ontario has reached a level of economic maturity that 

is unequalledin Canada. The value added by logging and 
manufacturing of a cunit (100 cubic feet) of roundwood is $292 

in Ontario, $218 in Quebec and $142 in British Columbia. However, 
in regard to labour productivity as measured by value added per 
man-year, Ontario stands behind both Quebec and British Columbia. 
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For Canada as a whole, the value of all exports was $51.7 
bass onve On lario accounting itor 622590) billion,* on about, 44 
per cent. Exports of Ontario pulp and paper products, 
manufactured wood products and unmanufactured wood were 71, 
28 and 1 per cent, respectively, of Canadian forest products 
exports. Ontario's major markets were the United States 
receiving an overwhelming 94 per cent and the United Kingdom 
and Europe, each with approximately 2 per cent of Ontario 
forest products exports. 


The Ontario forest industry is an important net exporter. 

During 1978, foreign sales amounted to $1.5 billion, comprising 
6.5 per cent of total Ontario exports and almost 14 per cent of 
Canada's total exports of forest products. Foreign imports 
registered $0.4 billion or 1.4 per cent of total Ontario imports 
and wie DerMcent of ‘Canada,’s total amports of forest products. 


Associated with the 78,000 persons directly employed in the 
Ontario forest industry, there are another 78,000 persons in- 
directly employed in the provision of goods and services to the 
industry. The total direct and indirect employment was 156,000 
persons. ; Invaddityvon, the Ministry, of»Natural Resources 

provided about 1,165 man-years of employment on a permanent basis 
and the equivalent of 1,745 man-years of employment on a temporary 
basis in forest management and forest protection activities 
carried out primarily in support of the forest industry. 


Essentially, the sawmill establishments are usually owned by 
individuals or families, while the larger pulp and paper firms 
are generally Canadian public companies or are subsidiaries of 
foreign firms. The forest industries account for 6.5 per cent 
Of sales of Ontario manufacturing industries, In comparison, 
Transportation, Food and Beverage, Primary Metal and Petroleum 
anau@ea PeProducts industries faccounted for 22.4, 2361, 9 kb and 
5.2 per cent, respectively. 


During 1978, operating expenditures of the forest industry 
amounted to $4.7 billion, of which 32 per cent was spent 

Qn the acquisition, harvest and transport of wood, 23 per 
cent on wages and salaries, 22 per cent on miscellaneous 
items, 6 per cent on purchased fuel and electricity and the 
balance on the purchase of various materials and supplies. 
Capital and repair expenditures claimed an additional $487 
Mason 3 


Transportation facilities are vital to the forest industry. In 
1978, 35.5 million tons of freight were hauled to and from the 
mills, of which 80 per cent consisted of wood, other raw 
Materials and process equipment inbound to the mills. The 
remaining 20 per cent were primary products outbound from the 
mills. This is a weight-loss ratio of 4 to l, indicating why 
much of the industry is located near its raw materials, rather 
than being market-oriented. Rail, truck and water carriers are 
all transfer agents, respectively sharing 28, 71 and 1 per cent 
of the tonnage of this enormous transport activity. The forest 
industry is estimated to have spent in excess of $351 million on 
freignt in 1978, of which 77, 21 and 2 per cent went to rail, 
truck and water carriers respectively. 
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The forest industries consume almost 17 per cent of the 
energy used by the Ontario manufacturing industries. The 
pulp and paper industry is the largest single energy consumer, 
using about 14 per cent of energy consumed by Ontario 
manufacturing industries. The pulp and paper industry is 
also the most energy-intensive forest industry and in 1977 
ranked as the fifth most energy-intensive manufacturing 
industry in the Province with an energy expenditure of $266 
per every thousand dollars of value added. In the logging 
industry, fuel oil and gasoline account for 95 per cent of 
the energy input. Electricity accounts for 40 per cent of wood 
industries' energy input. In the paper and allied industries, 
80 per cent of energy consumption is equally divided between 
electricity and natural gas. 


Inelo78, the Ontario forest industry paid $37.2 million in 
stumpage charges for wood harvested, and almost $2 million in 
fixed charges, to the provincial government. Corporation 
income taxes amounted to approximately $84 million, while 
employees of the industry are estimated to have paid in excess 
of $142 million in personal income taxes. Taxes and fees of 
all kinds, both direct and indirect, levied on the forest 
industry and its employees, are estimated to have been $472 
makiion:. 


Pneviieelogo-79 tiscal year, the Ontario Ministry OF Natural 
Resources had a total budget of $237 million. Out of this 
amount, approximately $63 million was spent on forest management 
and forest protection activities; that is, directly on 
activities to replace or improve the timber resource in support 
of the forest industry. 


Private forest lands in Ontario are either in large tracts 
devoted to forest production or smaller holdings usually operated 
as part of a farm enterprise. Even though it is only 9 per cent 
of Ontario's forest land, private forest land produced 28 per 
cent of the unmanufactured wood in 1978. Farm woodlots still 
supply a considerable amount of wood, but accurate figures are 
not available. 


Forest access roads built by the forest industries totalled 
over 12 thousand miles. These resource access roads, along 
with those built and maintained by the Ontario Ministry of 
Natural Resources, open vast areas to hunters, fishermen and 
other=recreatronists. It is difficult, however, to accurately 
relate recreational spending patterns to the existence of 
resource access roads. 
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INTRODUCTION 


In 1969 a consultant study was undertaken at the request 

of the then Department of Lands and Forests, and resulted 

in a report entitled "The Ontario Forest Industry: Its 
Direct and Indirect Contribution to the Economy." The data 
for that analysis was cavailable ito 1966. In early 1977, an 
update of the 1969 report was published? and was based on 
data available to 1973. The present report is the second, 
revised edition of the 1969 report; data available to 1978 is 
used. 


A number of refinements and clarifications in both 
methodology and concepts had been incorporated into the 1977 
report, and certain sections are expanded and added in this 
edition. The basic methodology remains the same as in the 
previous studies so that important changes may be detected. 
It 1S anticipated that much useful information is presented 
in readily usable form in this report and that it will reveal 
to the reader the role of the forest industry in the 
provincial and regional economies. 


The objective of this study is to present measurements of 
normally-employed economic criteria, in both physical and 
financial terms. These include value added by manufacture, 
employment and transportation volumes that are attributable 

to the Ontario forest industry. Wherever possible, measurements 
have been direct. In other cases, the measurements have been 
approximated indirectly. 


A chapter has been included on the revenues and expenditures 

of the forest-related activities of the Ministry of Natural 
Resources. The reason for this may be found within the 
Canadian constitution, which gives to the various provinces 

the control of natural resources within respective provincial 
boundaries. Ontario has retained ownership of 91 per cent of 
its forest lands in the Crown, only granting by means of timber 
licences or Forest Management Agreement the right to harvest 
specified species and amounts of timber on designated lands. 
The licensee pays for timber harvested at contracted rates. 

The Ministry, as owner of the resource, is ultimately 
responsible for its administration and management, and 
exercises an influence on the forest industry both through 
legislation and regulation and through pricing and expenditures. 


WHereinagte: to be referred to as “the 1969 study" or "the 
1969 report.” 


‘ereinarter to be reterred to as “the 1977 report." 
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CHAPTER I 
DEFINITION OF THE FOREST INDUSTRY 


1.1 Standard Industrial Classification 

For the purpose of this study, the term "forest industry" 
is understood to include Logging, the Wood Industries, 
and the Paper and Allied Industries groups, as defined 
fie thems tandard)inauserval —Classiiicatron (S.1.C., 1970) 
of Statistics Canada. The main sectors of the forest 
industry are listed below: 

THE FOREST INDUSTRY (1,282) ’ 
Deis INOS Industrial Sector 

LOGGING (255) 
(SP Legging (255) 

0311 Pulpwood logging 


0319 “Logging, n.e.s." 


WOOD INDUSTRIES (708) 
251 Sawmills, planing mills and shingle mills (225) 
2511 Shingle mills (0) 
2513 Sawmills and planing mills (225) 
252 Veneer and plywood mills (22) 
254 Sash, door and other millwork plants (303) 
2541 Sash, door and other millwork plants, n.e.s.) 
2542 Hardwood flooring plants ae 


2543 Manufacturers of pre-fabricated 
buildings (woodframe construction) (21) 


2544 Manufacturers of wooden kitchen cabinets (115) 


1 
Numbers in parentheses denote the number of establishments 
an-Ontarlor during 1975 in ‘the sector: 


2 
n.e.s. means "not elsewhere specified." 
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256 Wooden box factories (77) 

258 “Coffin~and-casket™indus tries (7) 

259 Miscellaneous wood industries (74) 
2591 Wood preservation industry (7) 
2592 Wood handles and turning industry (9) 
2593 Manufacturers of particleboard (9) 


2599 Miscellaneous wood industries, n.e.s. (49) 


PAPER AND ALLIED INDUSTRIES (319) 
271) "Pulp and paper mrilds (37) 
272 Asphalt roofing manufacturers (5) 
273 Paper box and bag manufacturers (153) 


2731 Folding carton and set-up box 
manufacturers (60) 


2732 Corrugated box manufacturers (55) 
2733 Paper and plastic bag manufacturers (38) 


274 Miscellaneous paper converters (124) 


An industry is defined in the Standard Industrial 
Classification aS a group of operating wnits, in other 
words, companies or individuals, engaged in the same or 
Similar kind of economic activity, such as logging camps, 
pulp and paper.mills, and sawmills. The S.1.C. system 
itself is subject to revision. For example, the Printing 
Trades group was included in the Paper and Allied 

Industries group until 1948 and the Furniture and Fixtures 
Industries group was part of the Wood Industries group until 
1960. 


For this impact evaluation study, the Furniture and 
Fixtures Industries group is not considered to be part of 
the forest industry because the cost of wood materials is 
less than half of the total cost of all raw materials and 
this ratio has been decreasing with time. Notwithstanding 
the omission, in 1978 the Furniture and Fixtures Industries 
consumed about $18 million worth of hardwood lumber, $9 
million worth of softwood lumber and gave employment to 
22,400 workers. They are therefore of considerable economic 
Significance. Other changes to the S.I.C. within the 
pertinent time period have been incorporated into the data 
base of this study. 
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Standard Commodity Classification 
Ontario's forest industry products are extremely 
diverse and include the following commodities as 


specified by the Standard Commodity Classification 
(S.C. C=reg Loe je oreStakistics Canada: 


FOREST INDUSTRY PRODUCTS 
Sa C.Ce 
No. Commodity Group 


CRUDE WOOD MATERIALS 


21 Logs and bolts (by species) 

236 Pulpwood (roundwood by species) 

Zor Other roundwood, untreated (piling, poles, etc.) 

230 Pulpwood chips (by softwood and hardwood) 

FRGHS Other crude wood materials (Christmas trees, 
fuelwood, etc.) 


WOOD FABRICATED MATERIALS 


Shewh Lumber and Sawn timber (by species) 
Bee Shingles and shakes (by species) 


She) e Railway ties, untreated, and other sawmill products 
(by species and uses) 


336 Millwork (woodwork) and building components 
(by. products) 


337 Veneer (by species) 
338 Plywood (by species) 


539 Other wood fabricated materials (particleboard, 
tool handles, boxes, charcoal, etc.) 


PULP 


341 Woodpulp (by classes of dissolving, sulphate, 
sulphite, groundwood and semi-chemical) 
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352 


353 


354 
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PAPER AND PAPERBOARD 
Paper for printing (by classes such as 
newsprint, book paper and printing paper) 


Fine and miscellaneous fine papers (by classes 
such as writing paper, blotting paper, etc.) 


Tissue paper and sanitary paper stock (by use) 
Wrapping, packaging and related paper (by use) 
Paperboard (linerboard, corrugating board, etc.) 


Building paper and board (asphalt paper, hardboard, 
etc.) 


Wet machine board (by classes such as shoeboards, 
binder boards, etc.) 


Converted paper (by classes such as wrapping 
paper, waxed paper, wallpaper, etc.) 
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CHAPTER Ls 
PROFILE OF THM ONTARLO, FOREST INDUSTRY 
Historical Background’? 


As early as 1683 all suitable timber in the forests of 
Upper Canada was reserved for the use of the French Navy 
and in 1827 the first stumpage fees were introduced in 
districts having) timber not," fiti and, proper for His 
Majesty's Navy" but obviously fit for "lesser" uses. 


Though trade in timber seems to have played a prominent 
role in the early commercial development of the Province, 
it is only since 1867, the year of Confederation, that a 
detailed record of timber harvest has been maintained. 


Toward the close of thenineteenth century, Ontario 
experienced its greatest production of red and white 
pine lumber. The cut of pine from Crown lands during 
the period of 1890 and 1910 ranged in amount from a low 
GieoOsemillion board: fteetriiin L891)*to.a high of) 952 
million board feet (in 1896). About the year 1907, when 
790 million board feet of red and white pine were cut, 
the great pine era was in decline. Production of these 
species began to decrease and within three decades was 
below 150 million board feet. 


Recognition of the importance of value added by 
manufacturing was seen as early as 1898 when the 

provincial government passed legislation requiring that 

all logs cut on Crown lands must be processed in Canada. 
Even in this early era, exports of forest industry products 
were of importance to Ontario, as seen by the fact that 
from 1869 and 1879 they totalled $3 to $9 million per year 
Ore 5etoy 35 Lperacenteor=total provincialtexpoxrts: 


A process for making pulp and then paper from wood was 
first developed in 1859 and Ontario had its first soda 
pulpemilivin 1864. Ther first’ sulphite mill was buizlt in 
1888, and the first sulphate process (kraft) mill was built 
in 1907. After the turn-of-century and the Unites States 
tariff allowances for duty-free newsprint importation from 
Canada, the newsprint industry developed rapidly in Ontario, 
further increasing the contribution of the forest industry 
to the provincial economy. It also resulted in the first 
industrial utilization of the Province's extensive boreal 
(coniferous) forest, the timber of which was largely 
unsurveyed at the time. The pulp and paper industry, in 
general, developed rapidly until the start of the Depression 


F.B. Hough, Report upon forestry; U.S. Government Printing 
Office, Washington, 1880. 


J.D.B. Harrison, Economic aspects of the forests and forest 
industries (of Canada; King’s Printer, Ottawa, 1938. 


Ontario Department of Lands and Forests, The history and 
Statuceou Obestry in Ontario; Toronto, 1943. 


Ontario Economic Council, A forest policy for Ontario; 
Queens Printer, Toronto, 1970. 
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in 1929. There was no significant development in the 
Oss Ours 


Also during the 1900's and 1910's the main concentration 
of sawmills in Ontario moved from the Ottawa Valley- 
Algonquin-Muskoka-Parry Sound areas to North Bay and 
farther north, eventually up as far as Chapleau. The 
1930's, as with the pulp and paper sector, was a decade 
of stagnation and little change in the lumber industry. 


During and immediately following World Was II, there was 

a resurgence of industrial development in pulp and paper 
mills, sawmills, and veneer and plywood plants. This was 
due to both the post-war population expansion and the 
general post-war economic boom. The pulp and paper industry 
expanded along the north shore of Lake Superior and into 
northwestern Ontario. The sawmill industry moved farther 
into northeastern Ontario and concentrated around Hearst. 


The late 1950's and the 1960's was a period of relative 
uneventfulness for the forest industry. The early 1970's 
however, witnessed a large growth in the independent sawmill 
industry because of new small-log sawing technology and 
the development of various chipper-canter type headrigs. 
There was a large mid-1970's expansion of kraft pulp mill 
capacity and a large integration of the pulp and paper 
industry into lumber (stud) production. This came about, 
in part, from provincial government advocation of better 
and higher utilization by the pulp and paper industry of 
the larger, higher quality sawlog timber on their usually 
extensive timber licences by either building their own 
sawmills or by surrendering the harvesting rights to 
independent sawmills. During the late 1970's there was a 
large, rapid growth and development of the particleboard- 
waferboard industry that increased mill residue and poplar 
utilization levels. The 1980's began with a modernization 
and pollution abatement program in the pulp and paper 
industry which was initiated by the federal and provincial 
governments. This program will result in new capital 
investments of $1.5 billion over the first half of the 
current decade. 


The quantity of roundwood produced following the Second 
World War is shown in Figure 1 and summarized in Table l. 
Generally, the output of private land timber has held 
constant in absolute production, but due to increased 
Crown land harvest, has slowly declined in proportion from 
30 pem cent of the provincial total, dipping to a low of 
2280e" centyin 1973 and currently (1978) standing at 28 
per cent. 
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SULUCCULe SOL the Industry 


There are approximately 750 sawmills in Ontario. More 
than 600 of them individually produce less than one 
million board feet of lumber per year, and only 23 saw- 
mills produce more than 25 million board feet annually. 
Pulp is produced in fourteen major mills (each having 
an output of more than 400 tons per day) and in ten 
smaller mills. Of the 24 veneer mills, about half are 
of a significant size, employing 100 or more individuals 
each, as are all nine particleboard mills. MThere are 
another 50 or so mills producing such miscellaneous 
products as doors, boxes and other millwork. 


Ontario's Gross Provincial Product (the summation of all 
value added) in 1978 was $89.736 billion. The value added 
by the forest industry in 1978 of about $2.1 billion 
fla. TOnpane 73 and S0t bi liion in 1966) wase2.5 
per cent of the total value added. Pulp and paper mills 
comprise the largest part of Ontario's forest industry 
although they accounted for only 35 per cent of the value 
added by the forest industry in 1978 as compared to 41 

per cent in 1966. Sawmills, and veneer and plywood mills 
accounted for 9 per cent of the Ontario forest industry 
value added in 1966, increased to almost 12 per cent in 
973; fell Off yto Ss per cent in 1976 and returned ito 12 
per cent in 1978. Other paper and allied industries 
contributed 28 per cent of the forest industry value added 
Hite 0,).29 perm Cent in 1973: and 27 per cent) in 1966. 


In 1978, the share of forest industry employment for pulp 
and paper mills was 29 per cent, that of other paper and 
allied industries was 39 per cent and sawmills and veneer 
and plywood mills was 12 per cent. The comparable figures 
for 1973 were 28, 32 and 12 per cent, respectively. The 
value added and total activity employment is shown in 
Table 2. The employment figures do not include working 
owners and partners or special adjustments which will be 
applied in Chapter 3. 


In 1978, the quantity of lumber produced was 1,622 million 
board feet. Approximately 15 per cent of this was hardwood, 
as indicated in Figure 2. 


Veneer and plywood production has grown substantially in 

the last four decades. The quantities produced are shown 

in Figure 3. The value of shipments for Plywood and 

Veneer Mills in 1966, 1973 and 1978 were $39 million, 

$56 million and $89 million, respectively. Originally, only 
birch was used for veneer but the industry also utilizes 
several other hardwood species. The bulk of veneer exported 
to the United States, however, is still birch and more than 
half of the plywood produced now is from poplar. Ontario- 
produced softwood plywood only came on the market in the mid- 
196 02s. 


Wood-using industries, other than sawmills and planing 
mills or veneer and plywood mills, had selling values of 
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Pulp mills in Ontario have more than doubled their 

output since 1946, largely through the expansion and 
conversion of existing facilities. In 1978, sulphate 

(or kraft) pulp, which has been the product of greatest 
growth, accounted for 49 per cent of total pulp production. 


Pulp production figures are shown in Figure 4 and Table 3. 
Additional data in regard to the major grades of paper 

and paperboard shipped by mills is given in Table 4. Other 
paper and allied industries, including paper and paper- 
board converters, had product sales of $1,365 million in 
97 8Pand oo.6 ami lizvone in 1973. 


Regional Distribution and Importance 


Figure 5 shows the three major economic regions of Ontario. 
The Northwestern and Northeastern Regions are the same as 
used by the Economic Development Branch of the Ontario 
Ministry of Treasury and Economics, while the Southern 
Region shown combines three of that Ministry's planning 
regions. These regions do not coincide with the 
administrative districts or regions of the Ministry of Natural 
Resources. 


Characteristics of the regional distribution of the forest 
industry are summarized in Table 5. This table illustrates 
that the forest industry relies heavily upon the natural 
resources of the two northern regions. However, employment 
is greatest in the south, where the secondary converting 
plants are concentrated. This pattern has developed 
naturally in accord with economic influences governing 
optimum mill location. In addition to acquisition of wood, 
the forest industry purchases large amounts of supplies, 
equipment, and services. Some 46 per cent of such goods 
and services were purchased from southern Ontario, only 2 
per cent from northern Ontario'and the majority (52 per cent) 
derived from outside of the Province. 


The forest, mining and tourist industries are currently the 
three mainstays of the economy in the north, providing the 
majority of employment opportunities. 


1 The two northern economic regions. 
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REGIONAL DISTRIBUTION OF THE ONTARIO FOREST INDUSTRY, 


Total Area (1963) 


Productive Forest Land 
(1963) 


Merchantable Timber 
Volume (1963) 


Roundwood Production 


Value of Production - 
Logging 


Value of Production - 
Wood Industries 


Value ‘of Production - 
Paper & Allied 
Industries 


TOTAL Value of Production 
Forest Industry 
Employment - Logging 
Employment - Wood 
Industries 
Employment - Paper and 
Allied Industries 


TOTAL Employment - Forest 
Industry 


] 
unless otherwise stated 


TABLE 5 


North- North- | Southern 
western eastern 
60 2 
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65 
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While Table 5 illustrates how total employment within 
the forest industry was distributed between the regions, 
another important statistic is the share of total 
manufacturing employment within the regions that was 
attributable to the forest industry. That relationship 
is illustrated by the following figures: 


1966 ie DUP MC AS 


Northwestern Region 69% 76% 77% 
Northeastern Region 31% 32% 29% 
Southern Region 6% 6% 6% 
Pe ON Garo) 83 103% 8% 


Cyvelicality, Profitability and Productivity 


Cyclicality 


The forest industry is fundamentally cyclical in nature, 
with the annual production of primary forest products 
responding to fluctuations in the general economic 
climate, particularly those brought on by depressions, 
recessions and wars. Yet, over the past eight decades, 
the trend line of average annual production has remained 
fairly constant. The composition of the harvest has, 
however, changed substantially. There have been strong 
shifts toward the use of a greater number of species and 
of smaller diameter classes of trees. There has also been 
much closer utilization, especially of mill residues. 
These changes were made possible largely by the expansion 
in reconstituted wood products (typically pulp-based goods 
and particleboard) and by the introduction of small log 
diameter sawmill technology. 


In this assessment of the forest industry, it is necessary 

to consider the fibre industry (ostensibly pulp and paper) 
separately from the solid product industry (primarily lumber 
and plywood). In the pulp and paper sector, the cyclicality 
is a function of the general business cycle; in other words 

a function of the cycle of general economic activity and 
demand for pulp and paper products. There also seems to be 
strong "expansion" cycles within this sector, mainly a result 
of large capacity changes due to the large scale nature of 
the facilities and investments required. The key charac- 
teristue of this sector, similar to that in other mature, 
capital-intensive industries in which corporate concentration 
and labour organization is high, is that the cycle is more 
one of profit variation than of employment and commodity 
production. 


In the Canadian lumber sector, cyclicality is largely a 
function of the U.S. housing cycle within the general business 
cycle. In constrast to the nature of the pulp and paper 
sector, which exhibits certain oligopolistic traits, the 
sawmill industry is not capital intensive, is only partially 
unionized and it's degree of concentration is low, i.e. it 
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approaches being a perfectly competitive industry. 

In addition, a Substantial number of the firms 
experience cash flow problems which result in cycle 
reenforcing actions. The exponential growth in 

Sawmill woodchip production has added a major new 
dimension that makes the sawmills dependent on the 

pulp and paper sector and vice versa to a lesser degree. 
The result is a sawmill industry characterized by 
"boom-and-bust" cyclicality in all aspects of its 
operations -- profit, production and employment. 


The 1970's was a decade of continuous volatility in 
forest products markets. In addition to the general 
cyclic influence of the business and building (housing) 
cycles, there were a number of specific developments 

and disruptions of significance in northern Ontario. 
These included major expansions of independent sawmilling 
Capacity, pulp and paper industry integration into saw- 
milling by both aquisition and new mill construction, 
continued labour-management disputes in the pulp and paper 
sector, and mammoth capital commitments by the pulp and 
paper milis to effect both cost control (modernization) 
and pollution control in the 1980's: Similay influences 
can be expected to occur in the future. 


Cyclicality may well be dampened in the future by reduced 
greenfield development in the industry because of a lack 
Of unallocated fibre, and the increasing desirability of 
community stability as a socio-economic objective. In the 
PuLUre,. tederal and@provincial faseal policy will probably 
be directed towards the dampening of cyclical influences. 


Protitabilucy 


Estimates of the profitability of Ontario sawmills and 
pulp and paper mills appear in Table 6, using three ratios 
commonly used as indices of profitability. These ratios 
are derived from corporation income tax forms filed for 
Ontario. 


Even for this short series, Table 6 illustrates the cyclical 
nature of the forest industry in general and the sawmill 
sector in particular, which had income as a percentage of 
salesmyarvyingerrom 1152 toi -2.0 over four years (1973-1976). 


More data is available for the Canadian industry as a 

whole, enabling an inter-industry comparison. Table 7 
provides the information for selected industries. It clearly 
MlilGgetrates theslarce fluctuations in profitability in both 
the wood and the paper and allied industries. 


For this seven year period, net income as a percentage of 
sales indicates that the forest industries are Similar in 
Pratttabviliry tool l manutacturing and all andustries:. 

Net income as a percentage of shareholders' equity shows a 
higher profitability for wood and furniture *than for all 
manufacturing and total industries, while paper and allied 
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TABLE 7 


PrOttcability of Selected Industry Groups, 


CanaAt cme ne oe eo 

oe eat 

1972 1973 1974 Eo 5 1977 | 1978 | Average 
(per cent) con 


Net Income/Sales 


Sector 


Wood & 
Furniture 


Paper & Allied, 
BaerOLes try 
(logging) 


Primary Metals 


rotal 
Manufacturing 


Total 
Industries 


Wood & 
Furniture 


eaper & Allied, 
& Forestry 
(logging) 


Primary Metals 


Total 
Manufacturing 


Total 
Industries 


Wood & 
Furniture 


Paper & Allied, 
& Forestry 
(logging) 


Primary Metals 


Total 
Manufacturing 


rotal 
Industries 


Note: No inflation adjustments have been applied. Ratios are for comparison 


purposes only. ; 
a) Average calculated on basis of 1975-1978 since a composite index 
was used pre-1975. 
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and forestry (logging) has lower profitability. 

Net income as a percentage of total assets reveals 

a OWereprOtmtability Lor forest industries: than fox 
other industries. 


A comparison of the profitability of Ontario forest 
industries with Canada shows that forest industries 

are more profitable in Ontario than in Canada as a 
whole. In a Price Waterhouse study of the pulp and 
paper industry, a regional analysis showed that Ontario 
firms (companies with head offices in Ontario) were 
Significantly more profitable than those in other 
jurisdictions for the period 1967-1971.’ 


ThepEoOmucabs paty of the Ontario forest industry “in 

the future is very difficult to predict because of a 
number Of factors. Forest products firms in Canada 
enter the 1980's with 40-45 per cent of their total 
earnings deriving from foreign exchange, a very lucrative 
Situation, but one clearly susceptible to sudden and 
dramatic change. Second, the uncertainty surrounding 
real energy prices is a significant factor in the 
performance of the pulp and paper industry, one of 
Canada's most energy-intensive manufacturing industries. 
Finally, the cost of money (general interest rates) is 
very uncertain. The 1980's began with record high levels 
of interest rates which have since declined but have not 
Stabilized. The response of the Ontario forest industry 
to these and other factors remains very uncertain. 


Productivity 


Table 8 presents indices of productivity compared to 

wage rates for three sectors of the forest industry. Gains 
in wages are expressed in real (deflated) terms. The trend 
towards larger, mechanized logging operations is reflected 
in the increased labour productivity of woods operations 

in Ontario. Cunits cut per man-hour increased some 3 
PeGacenteannually from 1973 to 1978. This: increase in 
productivity per man-hour was matched by an annual increase 
in real wages per man-hour of 5 per cent for the period 
1973 to 1978. Logging wages per unit volume of wood cut 
decreased about 9 per cent annually over the five-year 
period in real dollar terms. 


The movement of pulp and paper mills into sawmilling and 
the increased proportion of production accounted for by 
larger sawmills is reflected by an increase in physical 
productivity per man-hour of 17 per cent annually over the 
period 1973 to 1978. Real hourly wages increased 
approximately 15 per cent annually but real wages per unit 
volume of production remained unchanged. 


source: A Study of Taxation Practices Related to the 
Pulp and Paper Industry, Price Waterhouse & Co,; 
(1973). 


a hur ana mgr patches >. 
pepe opronrs e 
-¥., a - py 

> 


done = 


= | Jeueal oe ¥ = eit} 30, 
sas cLe 


a taparh io cincite re ch Pine lemoipes ‘8 eae teqeg ~ 
<iee (9 tied of a5dkT%o- Deed dsiw wolcednos) perk ; 

=a jeter cl Wort! osts atdnaftorg esc yirnsoh} 

fe l<Tatl fotteq eda 20% encriaibelaug 28 


ti VEROVhOt t¢6503 Oise at eds 26 ysl fidetitozg one 
‘nh ARugSed Sabbesaod.¢ lee PLS Yaw at site ond 
atin Gab epi aia kinhibolg tagyet  ,@sogdst to tecdaia 

‘fier “ied 46 ¢hen 24 C8-00 Asle =*O8eL sd} sete . 
ifitoul yey 2 pone BRe rossot, for? SAlvaass apninsee — 7 
hae mabboe, od ic ldbsqtetedy vispais ano ted ,soiisvsie 7 
Sttaewe vi gins 26am ts .SadeeR ae Seeded eaeel _ 
=e iig>e) Jaaps*iieie © OF eonlen! Coa 

1° Ve 3! 75 aistat IvCS4 BRS ting saa i eaiaotsedt - 
7 . by Liv Sri 2M. oO Ladies (>2.04m t¢en #* sbenal . 
: 2 ‘#ecs@at Ieazvetien: venaii to ta00 ea i ic 

jet thou? (lie naped w'0Ptt. af7- .2tes7 seo 

o' aver syd henilewS gn@le eved aside eatas ouwsatnel bie) 
PI eNO! ‘ygie? olvwernd sdt In savouenn St bea il tdage : 
t e1osoct sedto Bas saad? ‘os 


> 


C2 Der lew BA Site 
va tv ipoubess 


os fer *3 ‘whetqg jo tapiind ejageexg &_oigee 
ed et . pet ivpic® off 16 eroinse stds 30) Basen eee 


+ ‘cliels) lows al DSkaipers Bas pe ionulhcteds 
fart 2% ee ere). tn Lave vee inane s25n7KL € . 
ats Fe by ; Visoateaq Wodeh BeSeSsart ee7 ei ©. 
fi wiot-ooy te Cho eee ) @isesn0 ai _ 
. orn™ : vo! o¢ $TOL obad-viiecate Jnes rq a 
Pie j ai i eee Th tifan =n Th wi ivi3soR _ 
bay i gng i roo Tene te seotonem See eopaw tas 
f b0ow 30 ond lov eine tee eso Bialeped |B TeL od ever. 
rpey-evl? odd sovg ylTsonde #966 ang © dtigde bogeex 
ween salfad Imex at ia 


one pal Lotwoe 6384 SLLim tageq Shs. giog io jnameyom ent: 
ff 203, besrtionne nokysubyy4 ao colstogosg bsstetonl adap 
fe>leve> nl sttexsei- te ya besonitex at 2fiiowse 1t9pse he 
a? tevo ys tevdae Soot Y6q VE.io swotl~aem 1tsq ys iv Lisubo 
iuaiet= eainw yiapod ise -O%@l of ETC! bois 

+ fois sat Gg BW sane ead eiaaaaes iter Jaw> tey ei visvemiae age 
haniemes nottouborg io owls 


fe. 


oun TOA 
INO} -UeW 3Tun 
/ BUNT OA /Sebem 


(g). abueyD 
aberoay 
APOK 


-XTS 


AnoyH-ueW || AnOH-ueW 
/sobem / oun TOA 


STTTW tedeg ¥ ding “STLTW QutueTd ¥ STL SuAES | 


SL6T-ELE6L ‘SHOIGNI ALIATILONGONd AYLSNGNI LSdXOd OIYVLIN 


8 FIavL 


J 


a Ai 


: ss 
ec-EV el eajram: atait § ¥z1 


Se 
- 


ey 


Productivity in pulp and paper mills increased approxi- 
mately one per-cent—annually-over-1973-to-1978<— This 
was associated with annual real hourly wage increases 
of 5 per cent and a wage per unit volume increase of 

a sper cent annually over 1973 *to 1978. 


The National Setting 


In terms of the development of secondary and tertiary 
industries, the forest economy of Ontario has reached 

a degree of maturity that exceeds other provinces by a 
considerable margin. In 1978, Ontario accounted for 
only 13 per cent of the nation's roundwood production 
but produced 22 per cent of the value added by logging 
and further manufacturing. Even after several years of 
rapid growth in other provinces, Ontario maintains a 
very considerable lead as indicated in Table 9. 


Labour intensity of three main forest industry sectors 
measured as value added per man-year is presented in 
table sO) “in logging and sawm¥lling; Ontario is as 
labour intensive as Quebec but much more so than British 
Columbia. This is due largely to the economy-of-scale 
advantage that British Columbia has over eastern Canada 
because of their generally larger timber. Ontario's 

pulp and paper industry is more labour intensive than 
both British Columbia and Quebec. British Columbia mills 
are on average much newer and more capital intensive than 
Ontarioreem 1s, sand the difference between Ontario and 
Quebec can be attributed to the different composition of 
the pulp and paper industry in these two provinces. It 
will be interesting to see how these indices will change 
as a result of the pulp and paper industry modernization 
programs initiated by the federal and provincial governments. 


in 1978 iOntario had I8-per cent of the area Of Canada’s 
forests suitable for regular harvesting and 20 per cent of 

the volume of merchantable timber. It accounted for 13 

per cent of total Canadian roundwood harvested, some 8 per 
centiot Lumber output, 20 per cent of wood pulp, and 24 per 
cent of the paper and board products. Finally Ontario employed 
about 78,000 employees in its forest industry which was 
equivalent to about 26 per cent of the total for the forest 
industry in all Canada. 


Exports of Ontario Forest Industry 


For Canada as a whole, the value of exports amounted to 
S5i7 biiton or 2.3 per cent of the Gross National Product 
11 978.. “Ontario accounteds fom $22.8 +billion in exports, or 
44 per cent of the Canadian total. 


The value for forest-based products by kind, exported by 
Ontario and Canada is given in Table 11, which also shows 
the Province's share of total Canadian exports of forest 
DrOaGUctS . 


Table 12 clearly reveals that exports of pulp and paper 
products accounted for about 71 per cent of Ontario's forest 
products exports, manufactured wood products accounted for 
28 per cent, and unmanufactured wood exports accounted for 
the remaining 1 per cent. 
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A summary of Ontario forest products exports by 
destination is shown in Table 12. 


Ontario's major markets are the United States, 

United Kingdom and the rest of Europe, comprising 

94, 2 and 2 per cent, respectively. It is, therefore, 
evident that the Ontario forest industry is highly 


susceptible to market conditions and cost competition 
in the United States. 


TABLE 12 


VALUE. OF. ONTARIO FOREST. INDUSTRY 
EXPORTS, BY DESTINATION, 1978 


(Miltion S$) 


Destinations apatite 


United United Rest of | Other Total | Per 
States Kingdom Europe Cent 


Commodities 


Unmanufactured 
wood 


Manufactured 
wood products 


Pulp epmapers and 


NOTE: Figures based on province-of-lading data. 
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CHAPTER III 


EMPLOYMENT IMPACT OF THE FOREST INDUSTRY 


The forest industry provides employment to a significant 
portion of the work force in Ontario and the purpose of this 
chapterers to) asses #this impact... Examining «the ttorest industry 
as defined in Chapter I, the number of workers employed in the 
year 1978 was found to be about 78,000. But in a world where 
events in one industry are strongly correlated with events in 
other industries, it is not always possible to make hard and 
fast distinctions between them. Additional production in the 
forest industry (as in every other industry) not only creates 
extra jobs in this particular industry but also creates demands 
for inputs from other industries that supply raw materials, 
SquipiieniL,. SupplitesmNorniservices to it. Additional production 
and employment are thus generated in these industries as well. 
The stimulative impulses originating in one industry result 

in direct employment and earnings in that industry, and in- 
directly to employment and earnings in other sectors of the 
economy. Estimates of the relationship between "indirect" 
employment in the economy resulting from a given "direct" 
employment in the forest industry need to be made to better 
assess) the impact Of the forest industry in Ontario. 


o.l ThewMulerpl ver 


Meethe MooOU study. the concept of a “basic™ to "non-— 
basic" employment ratio was used to estimate the indirect 
employment attributable to direct employment in the 
forest industry. 


Surveys in three forest-based communities were used to 
arrived thesrAtaO7Ln a reasonably simple and expedient 
manner but one can seriously question whether figures 
pertaining to small, single industry towns can be applied 
with acceptable accuracy to larger regions. 


It was therefore decided to examine estimates of the 
employment "multiplier" arrived at in other ways before 
accepting or rejecting the figure used in the 1969 report. 
The most effective manner of accomplishing this was to 
utilize the input-output model for the Ontario forest 
products industry, prepared in the Ontario Ministry of 
Natural Resources during 1974. 


Input-output models show how one industry in an economy 
uses the outputs of other industries and the primary 

bac LOmenO me rOuuct lon Gland ©ilabour,: and wcapaital) to 
produce their own outputs, which go toward meeting the 
final demand composed of exports and consumer, government 
and investment spending. When the final demand of a 
certain commodity increases by a given amount then the 
model can trace its propagation through the structural 
linkages of the economy. For example, an increase of one 
doltar in final demand, all located in, the agricultural 


Bi 
_ 
? 
rt 
i 
E 


- 


Sonn aaghal rit wig (pans aubet 31 
wists Sa weirs ng iene bic apa02 
yriviei? geuagy Sad L eid Soee’ C3 
watt, oth Fane! ae atae ty save eet ,T sesqcda af 
orate Dite~e 6 22 G0. .SD0.Ge Fabra od oF Bneot cow ar6 
a! ednsvh. tole Gupeleives, gipeciss ove. yxtevbal ‘ono at 
trie oda" O° Gipreicg eyavia sor =i st ‘seixsanbal 3 : 
7 iio whe, “Rahs eR 86 omatze. peavied avaizouls sib 


(oy T pa oo ivtzarni; tert Teeve ai ae) yzseuits_ pa 
ebrnrrys a> p>? m—lt Sue vaedRaewtns atawi 5S 3A aie as adat & — 
akeresial | ifmeuis 4a? esitaapbal ware wort eh 
homey Da ial VABE 3) e exsorire 10 «esiloqer .38 
yy Bt 7 prt’ SL. WeRATHQASy BIT er Jsnseye oles ee bite 
ty 1 wT} ITS tetera si mua lit ieizale 
inetd, «  H Onedit \ agie ; ayen2es bos sean ims snaie ad 
: eh (oe 4 uC iTrabe: Ane Saami etoae CF oneal 
4 ; a jojfaior whe 16 enSealcas ,.paaee 
é ‘ i‘ oa p® (<9 : Moto ars) az raeeroleew 
' > het) oaeiwd “eayot off nf tasnvoiaet 
a 3 liek mw” 20 2o@cwu eit sepeee. 
SL ) 53 oot eT ££ 
j fcewvon eT ,vyhotu Peel ec igs 
7% Loue cr Ges nav d4nae7 SuanyolLiyvis “siuen 
. ine2sh oF atdadetitcrts Iaenyolges a 
v2d eubis2 oS @en08 
a int eats, dt-avermaea r 
| wane ‘| OL 359 Sho Ju, vase 
4 Irs altvwan « > 400 3ocd Seawies \y 
é tours! caw 7, poinias wee 7 
at @ ait | HATS O06 oaks 
: tose Cc? Sahi906 a3 ete tht env 31 7 
{= sei larsiue Scttamyol ait : 
’ P , ad!) onigoeres 20 paijqeces 
jbiicaeé-ne % ernne S97 tonlie Jao oT 
ro4io m4 Ct Peline Syqineesoqn! add, peli 
), ? bvr.! ais ot . Fy Fine Coen 4 Va evonl a7 soho 


'.¢\ prewh eontyoest | fasosee 


; hhc ie GS WS*hvbas, Gree wor.mate, a1eGbcs tuQsuo -sogar 

Sentig at) Bas seiwewinc aedso Te aduqsho as, heeD : 

si ” ) fee .ttodal ,beet) po sjavhoyg Jo stasess 

#34 geglaae breeds fede ec thy own. Tiedt 
mresvivoy .>2008e = ace sixvagee la bereeprpoo bosmad 

tn feat fant? 4) oe patbnege socmdagval Be 

and agid twee ner & yA penn ¢Sommce » noe 

f2inimri2s Sa! deocins -noidzip * ee 9 Bost. 
sem te Geacisei is .wieeea Se . ree : 

iAsutienge.ods ct heteoot fle Vedat teak o 

an ra. 


ai) i) ef, 7 


7 


- 


sector, will call forth a direct increase in the 

outlay on salaries and wages in the agricultural sector. 
However, the products of this sector cannot be produced 
by using only its own primary inputs. Intermediate 
goods and services from many other sectors will also be 
required for the purpose, and their production will 
require a further indirect outlay on salaries and wages. 
Thus, the total outlay in salaries and wages (direct 
plus indirect) will be in excess of the direct increase 
in salaries and wages in agriculture mentioned earlier. 
fie sratirotoL «the direct=plus=indinect to the: direct 
salaries and wages generated due to a one dollar increase 
in final demand for agricultural products is called the 
“simple Salary and wage multiplier" in the context of 
input-output models. 


The Ontario Ministry of Natural Resources' forest industry 
input-output model recognized three primary resource sectors 
Vie aginrcuwleure,.— Mining and Logging, cishing «and 
trapping"; twelve manufacturing sectors belonging to the 
Statistics Canada S1.C. groupings of "Wood Industries”, 
Furniture and Fixture Industries" and "Paper and Allied 
Industries"; and sixteen other sectors of broad aggregates 
in the provincial economy. The sectors in the model that 
correspond to the definition of the forest industry as used 
in this report and their simple salary and wage multipliers 
are’ given Sin ‘Table 13: 


TABLE 13 


Forest Industry Sector Multiplier 


Logging, Fishing and Trapping 
Sawmills 

Veneer and Plywood Mills 
Sash, Door and Planing Mills 


Wooden Box Factories 


Coffin and Casket Industry 
Miscellaneous Wood Industries 
Pulp and Paper Mills 

Asphalt Roofing Manufacturers 
Paper Box and Bag Manufacturers 
Miscellaneous Paper Converters 


We are concerned with roughly estimating the number of 
people employed in non-forest-based industries who seem 

to be there because the forest industry at present requires 
thei output... This can be done if a “simple employment 
Muberp Vers" ican be computed for Ontario's forest industry. 
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From the salary and wage multipliers of the 1974 

study the employment multipliers were calculated 

as shown in Table 14. The man-hours of employment 

in each sector are shown also. For the forest 

industry as a whole, the average employment multiplier, 
weighted by the actual employment in each constituent 
industry, was 2.08 based on the 1965 data and 2.15 based 
on the 1972 data. 


ine 1969 survey t2uure was 2 70f in Dryden: and 2. 13"in 
Kapuskasing/Hearst. After making rough adjustments for 
further inter-industry relationships that study arrived 
atlraneoverall employment inultiplier of 2.s/73'for Ontario. 
It was further suggested that this figure was an under- 
estimate and that the correct multiplier was probably in 
SxCession, 360. 


There are reasons to believe that this may not be so. 

In fact, the input-output model derived multipliers of 

2.08 and 2.15 may be overestimates. In any case, our 
estimates need to be accepted with caution for the following 
four reasons. 


iz The input-output model) for the Ontario forest products 
industry does not take into accomtthe leakages in income 
due to imports. The general effect of this is an over- 
estimate of all multipliers. 


2. The input-output model divided forest industries into 
fairly narrow sectors but left the rest of the economy in 
relatively large aggregates. This tends to distort the 
multipliers; overstating those pertaining to small sectors 
while underestimating those referring to larger sectors. 
The problem stems from what are called crossover effects 

or internal transactions made among the small forest sectors 
themselves. If all the economy is recognized as one giant 
sector then the multiplier is necessarily one. If a number 
of small sectors are separated from a large sector, then 
the weighted average multiplier of the small sectors is 
always more than the simple multiplier of the large sector 
when there are transactions among the small sectors. 


We have not only caused distortions that will inflate the 
employment multiplier due to an aggregation of the non- 
forest sectors of the economy into a few large ones but 
also because the composite forest industry multiplier has 
been computed as a weighted average as shown in the 
preceeding paragraph. 


SL wee pri mary.secton called. “Logging,.Fishing and Trapping” 
used in the model includes more than legitimate forest 
industry activity as defined for the purposes of this report 
and introduces a distortion. This, however, need not 
necessarily result in an overestimation of the employment 
Multiplier, only an “inaccuracy in its measurement. 


4. The multiplier as described here is an average concept 
which is being used in a marginal sense under the input- 
output assumption that the average and marginal conditions 
are identical. On the basis of observing that for every 
100 people directly employed in the forest industry there 
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TABLE 14 


BME COV MENT ANDSEMPLOYMEND MURTEPLIBRS 211965 11972 


Employment in 


Forest Industry A Wet sew sul 2 
sector Activity Multiplier 


(000 man-hours) 


19:72 9639 19:72 


Logging, (Fishing «& 23,2441 
Trapping 


Sawmills & 
Planing Mills LOwa54. 


Veneer & Plywood 
| Mites 5770 4,453 


Sasha Door mi Other 
Millwork Plants 6,799 LO eL2 6 


Wooden Box Factorieg 3,597 3299 


Coffin & Casket 
industry 1,044 529 


Miscellaneous Wood 
Industries 3,688 ae 


Pulp & Paper Mrits | 37,778 36,224 


Asphale Rooting 
Manufacturers ils (O)o)9/ ae 


Paper Box & Bag 
Manufacturers Hi os E97, S05 


Miscellaneous 
Paper Converters Ds 3 Loy, veo 


lin 1965,the figures for the "Logging" sector were 
not separated from"Fishing and Trapping”. 
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are another 108 or 115 indirectly employed in other 
industries, we are then concluding that an additional 
man-hour employed directly in the forest industry due 
to an increase in the demand for forest products, 
indirectly necessitates the employment of an additional 
1.08 or 1.15 man-hours in other industries. The two 
statements are not necessarily simultaneously true, 
particularly in a rapidly changing technological and 
market environment. 


Alternatively, it may be argued that the employment 
impact of the forest industry is underestimated by the 
employment multiplier computed from the Ontario Ministry 
of Natural Resources input-output model. This would be 
because the model does not take into account the services 
provided by the government sector to the forest industry 
and without which, it may further be argued, the outputs 
of the forest industry could not be produced. The full 
indirect impact of direct employment in the forest industry 
should therefore include the employment generated in and 
through the forest management and forest protection 
activities. 


For the sake of convenience and in the face of uncertainty 
regarding such estimates it is proposed to accept, as a 

first approximation, the figure of 2.0 as the employment 
multiplier for the forest industry in Ontario. This means 
that for every 1.0 man-years of employment occurring 

directly within the forest industry, there is another 1.0 
Man-years of employment indirectly generated in other 

sectors of the economy. Adjustments will be made later in 
this chapter to include employment impact within the Ministry 
of Natural Resources. 


Employment Attributable to the Forest Industry 


Direct emp!oyment in the forest industry in 1978, as seen 
in. Table 2, was 76,729. This figure included head office 
workers, administrative and sales personnel, and all 
production related workers. 


In the 1969 report, head office workers, owners and partners 
were added to production related administrative and sales 
workers to get a more accurate estimate of employment in the 
forest industry. But from 1970 the figures for head office 
workers are not given separately by Statistics Canada and 
are included in the total employment reported. Therefore, 
this adjustment is not required in this report for the year 
1978. An adjustment is required to account for working 
Owners and partners which are not included in the base data. 
Table 15 shows the number of such owners and partners and 
also adjustments in the figure for logging workers as 
explained below. 


An adjustment in logging needs to be made since the logging 
census questionnaire is not sent to small firms. This 
adjustment adds an estimated 1000 woodsworkers to the forest 
industry employment figure. The revised employment figures 
are shown in Table 15. 
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TABLE 15 


REVISOED, EMPLOYMENT IN THE ONTARIO FOREST INDUSTRY, 1976 


Admin. |Working Adjust 
& Owners & 
Sales {Partners Heme total 


1,470 1,000 CO io 


Onood 
Pirie ey | 
UyZeo 
Dpoos 

214 
3,070 


Pulp and Paper Millsj17,797 


Asphalt Roofing 
Manufacturers 


“Production 
& Related 
Workers 


tossing 


Sawmills, Planing 
Mills and Shingle 
Mills 


Veneer and Plywood 
Mills 


Sash, Door and Other 
Millwork Plants 


Wooden Box 
Factories 


Coftfin,and Casket 
Industry 


Miscellaneous 
Wood Indus- 
tries 


22 LoS 


Ae 
4,213 
Spoo 
apo0d 

10,476 


34,819 10,390 45,214 


PoLding "Carton and 
Set-up Box 
Manufacturers 


Corrugated Box 
Manufacturers 


Paper and Plastic 
Bag Manufacturers 


Miscellaneous 
Paper Converters 


Paper and Allied 
Industries 
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Prior to 1976, the logging sector employment data 
required an additional adjustment to compensate for 

a national estimate of average hours per work-week 
tha was too Nigh foregOntario conditions.  Whis 
resulted in an upward adjustment of about 24 per cent 
in the number of production related workers in logging. 
In 1976, the basis for estimating hours per workweek 
was updated so this adjustment was no longer necessary. 


The 1969 report estimated indirect employment due to 
expenditure on non-wood operating and maintenance 
Supplies by the forest industry and capital expenditures 
On new works. However, no such estimates are required 
as the "multiplier" used in the present report takes 
into account all indirect effects caused by the forest 
Tidus try. 


Using the figure of 2.0 as the employment multiplier, 
78,000 directly employed persons in the forest industry 
indirectly created another 78,000 jobs in other industries 
in the economy in 1978 and resulted in a total industrial 
employment of 156,000. 


The only way to accurately distribute the indirect employment 
by economic regions is by using.a regional input-output 
analysis for which the model is not available for this up- 
date. In the absence of any further data, the indirect 
employment due to the forest industry is assumed to occur in 
the same region as the direct forest industry employment. 

The distribution of direct and indirect forest industry 
employment is shown in Table 16. 


In addition, employment in the forest management and in the 
forest protection activities of the Ontario Ministry of 
Natural Resources which may be considered attributable to 
the forest industry is shown in Table 16 also. Additional 
information on such employment is given in Table 36. 
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CHAPTER IV 


ANNUAL REVENUES AND EXPENDITURES 
OF THE 


ONTARIO FOREST INDUSTRY 


Pinancial Sources and Revenues 


The forest industry is becoming highly integrated in 
riespUssuIt Of Economies Of scale, reduction of, overall 
real costs, improved products and marketing efficiency. 

In particular, the major integration trend has been 
between sawmills and pulp and paper mills. The major 
reason for this is to economize on wood supply by 

producing the most appropriate products from the timber 

on the pulp and paper companies' usually extensive timber 
licences, and by establishing a secure and relatively 
inexpensive supply of chips for the pulp and paper mills 
from the sawmills. Changes in technology, together with 

the application of environmental and resource policies by 
governments, have increased the minimum plant size needed 
for efficient operations. The capital now required for 
construction of new facilities or to modernize existing 
Operations and to meet environmental regulations is 
invariably large, in the case of new pulp mills exceeding 
the financial capabilities of all but the largest companies. 
Largely for these reasons, most pulp and paper companies in 
Ontario are publicaly held. Smaller firms, usually involved 
in logging, sawmilling or other wood industries are usually 
owned by individuals or small groups, while larger firms 
are generally Canadian public companies or are subsidiaries 
to foreign firms, principally from the United States. 


Although about a dozen of the forest industry companies 
with a major presence in Ontario are large, they are 
reasonably small by world standards. According to 1978 
sales figures, only one Ontario pulp and paper company 
(Abitibi-Price, 19th) was ranked within the top 20 largest 
pulp and paper companies in the world. It is interesting 
to note, however, that five of the top ten largest pulp 
and paper firms in the world have operations in Ontario. 


USing Value of shipments as an index Of sales, the forest 
industry accounts for 6.5 per cent of Ontario manufacturing 
industry sales. In comparison, the Transportation Equipment, 
Food and Beverage, Primary Metal, and Petroleum and Coal 
erouucre ienduetrives. accounted for 22.4, 13.1, 9.1 and 5.2 
per cent,respectively, of total manufacturing industry sales 
MovOntario. Values of shipments of Ontario's major industry 
groups are presented in Table 17 for 1977 and 1978. 
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TABLE 17 


VALUE OF SHIPMENTS FOR ONTARIO MANUFACTURING INDUSTRIES 


LOGE, LOLS 
Value of Shipments||Value of Shipments 
(Million $) g. CMe Ss) g 


Industry Groups 


Wood Industries 
Paper and Allied Industries 
pout esos fi 

Forest Indus Manufacturing 
Food and Beverage 

Tobacco Products 

Rubber and Plastic products 
Leather 

Textile 

Knitting Mills 

Clothing 

Furniture and Fixtures 
Printing, “Publishing and 
Allied | 

Primary Metal 

Metal Fabricating 
Machinery (except 

electrical) 

Transportation Equipment 
Electrical Products 
Non-metallic Mineral 
Products 

Petroleum and Coal Products 

Chemicals and Chemical 
Products 

Miscellaneous Manufacturing 


b—Total 
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Operating Expenditures by Sectors 


Table 18 presents details of these data for the 

industrial sectors and for selected years. There 

are four main groups of expenditures, three of which 
aresscelti—-evyioent. The fourth, called others’ ineludes 
depreciation, taxes, return on capital, most non-operating 
Overhead and some prepaid freight. Due to the fact that 
sales of one sector become purchases of another sector, 
there is inevitably some double counting in these figures. 


Capital and Repair Expenditures 


The capital and repair expenditures since 1950 in Logging, 
the Wood Industries, and the Paper and Allied Industries 
are shown in Figure 6. 


Average annual expenditures for 1976 to 1978 are given in 
Table 19. The annual amount of $488 million represents 
4.9 per cent of total investment in manufacturing in 
Ontario. 


Transportation 


On average, approximately four tons of raw materials and 
Supplies are delivered to the processing plants in the 
forest industry for Gach ton “of primary finished product 
shipped out. Thus, transportation is of considerable 
economic significance, and the discussion that follows is 
designed to reveal the approximate tonnages of major goods 
hauled to and from the mills, the mode of transportation 
employed, distance traversed, rate structure and revenue 
generated. 


Prergnt inbound to the mills 


Roundwood is by far the largest item of inbound freight. 

In 1978 approximately 712 million cubic feet was produced 

of which 561 million cubic feet was softwood. Using the 
density actors of 55,and 75 pounds per cubic foot, including 
bark, for softwoods and hardwoods respectively, 15.4 million 
tons) GLwcolttwoods and 5:7 million tons of hardwoods’, or 21.1 
million tons in total, are estimated to have been delivered 
Co murs. 


Tie GEOwelie in production Of, and trade in; pulp chips yas 
by-products of Ontario sawmills and veneer mills has been 
remarkable, as indicated below: 


1960 Onl5 -mitiaon! bone sdry tons 
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FIGURE 6. FOREST INDUSTRY CAPITAL AND REPAIR EXPENDITURES, ONTARIO. 
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TABLE 19 


ONTARIO FOREST INDUSTRY, CAPITAL AND REPAIR EXPENDITURES 


ANNUAL AVERAGE FOR 1976-1978 


(Million $) 


Paper & 
Logging wecies Allied 
| Industries 


Capital 
Construction, Machinery, 
Crake 4.03 14.37 
307%.63 22 araw) : 


and 
Capital and Repair 
12.90 14.23 54s) Oia oo 
5G 0 48.24 301.47 406.21 


Equipment 
Construction,Machinery, 
69.40 62.47 355 .64 487.51 


Repair 
Construction, Machinery,s 
and 


and 
Equipment 
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Since pulp chips are usually shipped green, with a 

unit volume weight twice that of dry chips, the 

inbound freight, after adjustment for inplant transfers, 
is estimated at 2.5 million tons in 1978. The volume 

of roundwood,chips and other residues brought into 
Ontario from other provinces and the United States is 
estimated to be 59 million cubic feet as shown in Table 
1. Most of this material was softwood. Using a density 
Of 55s pounds: per "cubic foot ‘of Ssolad “wood, the’ weight 

Poe oes One cons. 


Operating supplies going to the mills are also freight 
items. In 1972, 1.16 million tons of coal and petroleum 
fuel, 0-82-million tons-of chemicals; and 0+42-million 
tons of machinery, equipment, containers, packaging, etc. 
were estimated to have been moved in Ontario. In the same 
year, an estimated 21.48 million tons of Ontario-produced 
roundwood, imported wood and chips were transported in 
the Province. Using the same ratios as existed in 1972 
between weights of nonwood and wood inputs, the quantities 
of fuel, chemicals and machinery, etc. moved in 1978 are 
estimated at 1.383,,0..94, and 0.48. million tons, 
respectively. 


The total inbound freight in 1978 was therefore 28.53 
milion cons: 


Freight Outbound from the Mills 


To avoid double counting, only primary products are 
included in the following estimate. 


Paper and paperboard production in 1978 amounted to 3.55 
Million tons. This was made up of 1.84 million tons of 
Newsprint, J./5 million tons of paperboard and 0.97 million 
tons of miscellaneous papers. In addition, 0.93 million 
tons of pulp were exported from the Province. It is 
estimated that at least 0.95 million tons of pulp grades 
were shipped out of Ontario without further manufacture. 


imelo7s, about 1.38 billion board feet of softwood and 0.24 
billion board feet of hardwood lumber were produced. Using 
average shipping weights, the total weight of lumber shipped 
is estimated to be 2.20 million tons. Plywood production 
was 202 million square feet (1/4" equivalent thickness). At 
800 pounds per thousand square feet, the plywood weight is 
80,760 tons. In addition, 737 million square feet of veneer 
weighing about 73,710 tons was produced. Since a good share 
of thiss veneer is included in the plywood total just given, 
the combined weight estimate is 110,000 tons for the year. 


The total outbound shipment of primary products thus totals 
6299 mpl lion eons. 
Total Freight 


The inbound and outbound freight tonnages are summarized 
Tialaplerso. The ratio of primary products to other tratiic 
Us 2s4,0, which means that for every ton of primary product 
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TABLE 20 
APPROXIMATE TONNAGE OF FREIGHT CARRIED 
FOR 


HE FOREST “INDUSTRY, “BY MAJOR COMMODITY, 1978 


COMMODITY Miri or rons Per Cent 
Raw Materials 


Roundwood harvested in 


Ontario 2 
Pulp chips produced in | 
Ontario 2.54 
Imported roundwood and chips Leo2 
SUB-TOTAL Pua rie a: lee 


Other Supplies and Equipment 
Coal and petroleum fuels 
Chemicals 
Machinery and Others 
SUB-TOTAL 

Primary Products 
Newsprint 
Other paper and board 
Pulp 
Lumber 
Veneer and plywood 
SUB-TOTAL 


TOTAL 100 
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shipped from the mills by the forest industry, another 
4.1 tons is moved into the mills in the form of wood, 
raw materials, and other supplies and equipment. 


Table 21 shows a breakdown of the several classes of 
forest industry goods transported by kind of Carrier, 
both in tons and percentages. For comparison, 1966 and 
1973 percentages are included and these indicate that 
trucking is competing very well with rail and water 
Carriers. “A further comparison of interest is that total 
rail freight loaded in Ontario in 1978 amounted to 51.86 
mzllion tons of which crude and manufactured forest 
products were 7.72 million tons, representing 14.9 per 
Cencsor stotal (rail freight activity. 


Freight Revenue 


It is very difficult to get an accurate, or even precise, 
measure of the total freight revenue earned by public 
carriers in Ontario for the movement of products to and 
from forest industry operations. Even if accurate average 
distances and freight rates for different goods and 
carriers could easily be determined, this would. not 
accurately reflect freight revenue generated because freight 
rates, especially rail, are negotiated for each company and 
Situation. Freight revenues also vary greatly from year to 
year depending on the volume of mill production and 
shipments, the amount of capital construction and equipment 
acquisition, and, in the case of the logging industry, the 
baru oO. their Limits )the company is Operating for that 
particular year. Notwithstanding this, as in the 1969 
study, a crude estimate is made for the purpose of judging 
the impact of the Ontario forest industry on the Province's 
transportation sector. 


In the 1977 report, the estimated revenue generated by rail 
freight was $151 million. After adjustments for the amount 
of freight carried and inflation, the corresponding freight 
revenue for 1978 is approximately $270 million. 


For the truck hauling of raw wood, an average rate of 25 
cents per cunit-mile was assumed. Further assumptions were 
that o2eper cent of all wood was truck-hauleéd; that 20-30 
per cent of this wood was trucked commercially; and that the 
average distance hauled was 70 miles. The revenue to 
commercial truckers in this activity was estimated to be $24 
million. In the absence of more definitive data, the total 
truck revenue including that from the hauling of chips, 
lumber, plywood and supplies of various kinds was taken as 
three times the revenue in public trucking of raw wood, or 
$72 million. This proportion is the same as used in the 
1969 report. 


AGetwyease tithe 1969 report, the revenue from water 
transportation was taken as 2.5 per cent, of the total revenue 
Erouerari ana truck transport, or $9 million. 
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TABLE 21 
FREIGHT GENERATED BY THE ONTARIO FOREST INDUSTRY 


BY CARRIER, 1978 


(Million tons) 


Wood Raw Material 
Primary Products 


Equipment and 
Supplies 


Total 
- 1978 
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In summary, the total freight revenue in 1978 was 
estimated as; 


Rail $270 million 
Truck-commercial 24 million 

-private A°3" milion 
Water Oo Lon 
All carriers Sook, milion 


Origin of Goods Purchased by the Forest Industry 


Using the same proportion as in the 1969 and 1977 reports, 
the origin of "Operating and Maintenance" supplies and 
"Capital and Repair" supplies for 1978 is shown in Table 
22 


Energy Utilization in the Ontario Forest Industry 


The forest industry is not a large energy consumer with 
the exception of the pulp and paper mills. This sector 

is the largest energy-consuming forest industry and is the 
second largest energy-comsuming manufacturing industry, 
consuming about 14 per cent of the Ontario manufacturing 
industry energy. Energy consumption as a percentage of 
total Ontario manufacturing industry consumption is shown 
in Table 23 for forest-based manufacturing industries 
relative to the largest energy-consuming manufacturing 
industries in Ontario. 


Most manufacturing industries are not very energy intensive. 
The energy cost per thousand dollars of value added is 
shown in Table 24 as a measure of intensity of energy use. 
With the exception of the pulp and paper industry, the 
forest industries are comparable in energy intensiveness 
to the average of all Ontario manufacturing industries. 
The pulp and paper mills ranked fifth among energy 
intensive! manufacturing industries in the Province. It 
had an energy expenditure of $283 per thousand dollars of 
value added in 1978. Since a large proportion of pulp and 
paper production is exported, this implies a large export 
component of energy from the Province. 


Ontario Ministry of Treasury and Economics defines an 
energy intensive industry as one having an energy 
expenditure per thousand dollars of value added as 
three times the average for all Ontario manufacturing 
industries. 
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TABLE 24 
ONTARIO FOREST INDUSTRY ENERGY 


EXPENDITURE PER $000 OF VALUE ADDED 


Sawmill & Planing Mills 
Veneer & Plywood Mills 

Sash, Door & Other Millwork 
Wooden Box Factories 

Coffin & Casket Industry 
Miscellaneous Wood Industries 


Pulp and Paper Mills 

Asphalt Roofing Manufacturers 
Paper Box and Bag Manufacturers 
Miscellaneous Paper Converters 


Paper & Allied Industries 
EE EIA EIDE SELES AD SGI EB IEDR LEAR ERP AT GAGE TEAL IEP OS ALI P LA DP PDEA DEAR EERIE LOGETEN, 


All Manufacturing Industries 
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The composition of the energy consumption of the 

forest industry is shown in Table 25. In the logging 
industry, fuel oil and gasoline account for 95 per cent 

of the purchased energy in terms of value of energy 
purchases. This reflects the large transportation and 
heavy, mobile equipment components of the logging industry. 


In the wood industries, purchased electricity accounts for 
40 per cent of energy requirements, with natural gas and 
fuel oil comprising about 20 per cent each. Electricity 
is used mostly for lighting and mechanical power, while 
the fuel oil and natural gas are used mainly to generate 
heat for space heating, kiln drying.of lumber, and drying 
and pressing of reconstituted wood board products. In the 
paper and allied industries, natural gas accounts for 43 
per cent of purchased energy, and electricity for another 
40 per cent. Again, electricity is used mainly for lighting 
and mechanical power while the natural gas is used mainly 
for process heat, pulp and paper drying and space heating. 


Energy Generation in the Ontario Forest Industry 


The forest industry has always supplied at least a portion 
of its energy requirements. In the past, forest industry 
establishments have usually been located near rivers where 
there exists the potential to harness power, first directly 
by mechanical means and later by the generation of electricity. 
No statistics are availabe on self-generation of electricity 
byetnhe forest industry, but 1t is known to be a considerable 
portion of its energy requirements. Very little electricity 
is generated by the burning of conventional fossil fuels, 
most being producted by generating facilities powered by 
water or the burning of wood mill residue. 


As energy prices continue to rise, increasing attention is 
turned to substituting mill wood residue for other types 
of fuel in mills. The feasibility of this substitution 
depends on the energy requirements of the mill, the amount 
of wood residue that is produced or can be economically 
obtained, costs of installing the wood burning facilities, 
and the price of other types of energy. 


In 1979, sawmills burned 14 per cent of their wood residue 
for fuel, sold 44 per cent as fibre and fuel, and burned 

as waste about 42 per cent. In sawmills, as in other wood 
industries, there is) usually Limited additional opportunity 
to substitute wood for other forms of energy since most mills 
produce more residue than they can utilize, and the smaller 
establishments often cannot afford the capital costs of a 
residue utilization system. 


Thes largest opportunity for replacement of fossil fuels with 
wood residue lies with the pulp and paper mills even though 
they currently utilize most of their burnable residue. 

These mills produce about 35 per cent of forest industry 
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TABLE 25 
FUEL AND ENERGY CONSUMPTION 


BY THE 


ONTARIO "FGREST INDUSTRY, 19°78 


FUEL OIL 
Volume (000 gal) 


Value (000 S$) 


Per cent of all 
energy forms 


GASOLINE 
Volume (60060 gal) 


Value (000 S$) 


Per cent of all 
. energy forms 


NATURAL GAS 


Volume .(mil lien £t° 56 3,499 50,0881109,640 
Value (000 S$) ale RSS AS 96,396 |104,093 
Per cent of all 
energy forms i 23 43 Bo 
LIQUID PETROLEUM GAS 
Volume (000 gal) 508 959 i 2o3 27D 
Value (000 S$) 310 Shey 776 17637 
Per cent of all 
energy forms 2 2 - if 
| COAL 
Volume (tons) = 300 205,430 |205, 730 
Value (000 S$) a 2) Sele 6,041 
per cent of all | 
energy forms = - 3 2 
BREBCTRICLYVY. 
Volume (million KWH) 1S) 445 5,412 Sore 
Value (000 $) 412 LO 2 79 89°, 5410/1007 3.32 
Per cent of all 7 
energy forms 3 Sy 40 38 


TOTAL VALUE (000 SES 045 Zion 2227 90 7)|265;7664 
Per cent of all 
energy forms 100 100 100 100 
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mill residue but consume 89 per cent of the total 
LOrGSEeInaustpy fossil fuels )s A ‘large opportuni ty 

for replacement of fossil fuels with mill wood residues 
exists if additional residue can be economically acquired 
from off-site sawmills or veneer mills. 


CuErenty ; approximately <l'7 per “cent of the forest industry 
fossil fuel requirements are being met by mill wood residue. 
If all mill residue currently incinerated or buried for 
Vandre were siti lized ‘for fuels, "this would -rarse "forest 
industry energy self-sufficiency from 17 per cent to about 
Zo) per cent. ‘Actually, ‘considering ‘transportation costs 

and residue utilization system capital costs, it is only 
feasible at present to: raise this+from 17 to about 22 per 
cent. If conventional energy prices were to double, it 
would be feasible to burn wood residue at each mill site; 
however, it still would not be feasible to utilize the energy 
from all of the mill wood residue in the Province. Where 
the energy value of the residue produced is greater than the 
mill's requirements, the residue can only be utilized if it, 
or the energy produced, can be economically shipped to 
another mill. Nevertheless, mill wood residue is already 

a cost effective fuel in a few cases and it will be utilized 
considerably more in the future to replace increasingly 
expensive fossil fuels and electricity. 


There still exists a large potential energy source in the 
form of logging wood residue that is now left in the woods. 
As the price of other energy rises, it will at some point 
become economically feasible to gather and transport 
pOrtcrons Of this#residque to’ a facility where ait can ibe 
utitlpyzed. “At present, however, the acquisition cost of such 
residue outweighs the energy value that can be obtained by 
Wiebe ang) io 
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CHAP TIER.» V, 


PUBLIC REVENUES AND EXPENDITURES RELEVANT 


TO THE ONTARIO FOREST INDUSTRY 


Hhesobyjective, of the first part of this chapter is to 
quantify the taxes and other revenues that flow to both 
provincial and federal governments by virtue of the existence 
of the Ontario forest industry. The measurements are made 
both directly andiindirectly, as determined’ bythe nature of 
available statistical information. Discussion is organized 
under six revenue classes. 


Bel Ministry of Natural Resources Revenues 


It should be clearly understood what is meant by this 
heading. Like all other ministries, Natural Resources 

may collect money on behalf of the Crown within the 

scope of its assigned responsibilities and functions, 

but all such monies are, with very limited exceptions, 
payable to the Provincial Treasurer who deposits them 

in a common account (The Consolidated Revenue Fund). 

By the same token, Ministry expenditures are restricted 

in kind and amount to the budgets approved by the 
Legislative Assembly. Thus, it should be evident that 
while we may talk of a ministry's revenues and expenditures, 
it is the government, formed from elected representatives, 
that wields ultimate control’ through acts, regqulacions and 
budget allocations. It should also be evident that one 
cannot attempt to relate ministerial revenues to expenditures, 
and vice versa, in the same sense that is commonly applied 
to business in the private sector. 


Table 26 shows revenues generated by the Ministry of Natural 
Resources by major activities over a seven-year period. 

The forest industry contributes principally to the Timber 
Account, and it may be noted that stumpage (i.e. the 
payment for harvested Crown timber) consistently constitutes 
80eito 90 per cent.of this item... As an aside, itemay be 
mentioned that stumpage provides a good example of semantic 
difficulty; some people prefer to view it as a tax levied 

on the logging industry while others prefer to view it as 
value in exchange for a commodity. 


Management and Forest Protection charges, now consolidated 
into one charge called the area charge, is a fixed charge 
based onthe, area’ of productive Crown forest land held 
under Crown timber licence. The unit rates for the fixed 
charge were increased in 1968 and 1978, while the stumpage 
rates were increased in 1974 and were indexed to forest 
product commodity prices in 1978.’ 


1 
Crown Timber Act, amended to December 1978, 
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Corporation Income Tax Revenue 


Although Statistics Canada publishes considerable 
information on taxable incomes and income taxes paid 
by Various industrial sectors, none of the statistics 
are directly usable for the purposes of this report. 
Therefore, corporation income taxes paid by the 
Ontario forest industry must be estimated indirectly. 
To this end, three separate estimating methods were 
prepared, ras “follows: 


y. 


It was assumed that the corporation income taxes, 
both federal and provincial, paid by each 
division of the forest industry in each province, 
were proportional to their taxable incomes. 


The tax rate was applied directly to the taxable 
incomes. 


The average of percentages on value added, industry 
employment and selling value of manufactured products 
was used to prorate the total declared taxes in 
Canada to the Ontario forest industry. 


Each of these methods has built-in misjudgements, but 
the second method is probably the most reliable. 
Therefore, the results of this approach were adopted for 
this report and are given in Table 27. 


Personal Income Tax Revenues 


Once again, an indirect approach was necessary and the 
following two methods of obtaining an estimate were 
attempted: 


i 


The first method consisted of taxes paid on 

the average wages and salaries earned by forest 
industry employees. The following two assumptions 
are implicit in this method: 


(a) that forest industry employees do not 
have other sources of income and 
therefore wages and salaries may be 
treated as assessed income; and 


(b)ee that taxes paid by forest industry 
employees are in proportion to their 
number in each income class in the 
Province. 


This method was based on the percentage of the total 
provincial, taxable returns sent in by the forest 
industry employees. 


The implicit assumption here is that all employees 
of the forest industry have filed tax returns. The 
calculation of this method is presented in Table 28. 
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TABLE 27 


CORPORATION INCOME TAX - METHOD 2, 1970 - 1978 


Ontario 
Taxable 
Income 


(Milijton $) 


Tax Rate(Net Per Cent) Tax Estimate 
Federal* | Prov. Total ROU 
Fed- | Prov.| Total 
eral 
y 8.4 Cy Eel 


6 Zar 


41 


a3 


33 


30 


30 


30 


30 


30) 


30 


Priom ito 1972, the income limit had been $35 7000 for 


Canadian—-controlled private corporations; an 1972, the 
lame was increased’ to $50,000. 
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Each of these methods contains biases, but the 
second method is thought to be more reliable. 
Therefore, the estimate obtained with the second 
method is carried forward to the summary table. 


Provincial and Federal Sales Taxes 


The 1969 study estimated that approximately 70 per cent 

of the total retail sales tax was paid on purchases made 

by individuals and 30 per cent was paid on purchases made 
by business. Assuming these figures to be still applicable, 
Table 29 derives the sales taxes paid by forest industry 
employees. 


For calculating the retail sales taxes paid by business, 
it was assumed that 15 per cent of the purchases made by 
the firms were taxable. Table 18 shows that the purchases 
made by forest industry firms during 1978 were $3,654 
mEPIVOn Of which $546 million is estimated to be taxable. 
Using a 7 per cent retail sales tax rate the estimated 
rerail “Sales tax paid by the forest industry firms was S3¢ 
Meviconwetor, 1978. 


The federal manufacturers' sales tax was 11 per cent in 
1966 and was raised to 12 per cent in 1967. This rate has 
continued to the present time with the exception that tax 
on most building materials remained at 11 per cent until 
Pops mee bie 975 Salesetax.on .allebuilding and <cons truce on 
material was reduced to 5 per cent. Also, since 1967 there 
has been no sales tax on production machinery. Thus, not 
all purchases made by the forest industry are taxable. The 
purchases of the forest industry (excluding wood, fuel and 
electricity) amounted to $1,841 million in 1978. Assuming 
10 per cent as taxable and using an average rate of 10 per 
cent gave an estimated $18 million for 1978. 


Purchases of fuel and electicity by the forest industry are 
Senowm In Tapie 25°for 1978. In that year, electricity -and 
all fuels other than deisel fuel and gasoline were exempt 
from federal, provincial and local taxes in Ontario. Per 
gallon of gasoline, there was a 19 cent provincial tax, a 
federal sales tax of 4.198 cents and a federal excise tax 
of 9 per cent.! The provincial and federal excise taxes 
were refundable for off-highway use. If it is estimated 
that 95 per cent of the forest industry's use of gasoline 
was off-highway, then the taxes paid to the Province were 
$818,000 and taxes to the federal government amounted to 
p400,7000 in 1978. 


Provincial taxes on deisel fuel were 25 cents per gallon, 
refundable for off-highway use, and federal taxes of 4.618 
cents per gallon. Again, assuming 95 per cent of use was 
off-highway, taxes accruing to the Province were $562,000 
and taxes accruing to the Federal Government were $2,077,000 
chee ARS Iy Ashe 


Average for the year. 
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TABLE 29 


THE GENERAL RETAIL SALES TAX, 1970 - 1978 
(Mi 13 onkS:) 


Wotal Provincial. Retail Sales |Proportion of Pax Paid 
Year Retail Sales Tax Tax Pald by Ontario by Forest 
Revenue Individuals Employment in Industry 
(70% of total the forest Employees 
Retail Sales | Industry 
Tax) (per cent) 
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Miscellaneous Taxes 


There are additional provincial and federal taxes which 
produce revenue, but there is no method of determining 
the forest industry share of these items. Included in 
this group are motor vehicle licences, succession duties, 
tobacco tax and land transfer tax. 


The federal import duty payable on machinery and supplies 
purchased by the forest industry is estimated as in the 
LIGIerepone, PDUtysatethe rate of 10 per -centwas 
calculated on one-half of the value of imported equipment 
Shown in Table 22 of the present study. ‘The amount of duty 
Was "in the,order of $5.6 million in’ 1978. 


Tax Revenues Generated in Other Industries 


It was estimated that every job in the forest industry 
Generales another 7Ob in Other industries. This 
expansion rate, when applied to personal income tax and 
retail sales tax, results in the revenues shown in Table 
30. 


The convents Of this part! of Chapter Voare recapitulated 
in Table 31. 


Ministry of Natural Resources Expenditures 


In this part of Chapter V, attention is directed to 
expenditures by the Ontario Ministry of Natural Resources. 
Arter a brief look at the pattern of total spending by 
programs and services, the focus is turned to expenditures 
on administration and management of the resources sustaining 
the forest industry. Ownership of approximately 91 per cent 
of all forest land in Ontario has been retained in the Crown 
and these lands form the principal source of raw wood 
Materials that the forest industry utilizes in the 
manufacture of needed consumer goods. It is the 
responsibility of this Ministry to protect the timber and 

to conserve the productivity of the forest in the best 
interests of all people of the Province, while nurturing 

a viable industry. Of course, one should try to appreciate 
that the forest is very versatile in its ability to satisfy 
human wants. While timber is being grown for commercial 

and industrial purposes, the forests are providing a host 
of other services. Thus, money spent ostensibly on timber 
production will, at the same time, provide the people with 

a great many additional benefits. For this reason, it is 
difficult to speak definitively about classes of expen= 
ditures. 
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TABLE 30 
PERSONAL INCOME TAX AND GENERAL RETAIL SALES TAX 


PAID BY INDIRECT EMPLOYEES, 1970 - 1978 
(Million $) 


Personal Income Tax Old Age Unemployment 
Security | Insurance Sales Tax 
Tax Premium 
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Four operating programs are recognized by the 
Ministry of Natural Resources for administrative 
and accounting purposes. Table 32 shows the 
expenditures by these programs for the fiscal 
year ending Maxchi 31, 1979.” The historyeot 
expenditures is traced in Figure 7. 


TABLE 32 


ONTARIO MINISTRY OF NATURAL RESOURCES _EXPENDITURES 
(1978-1979) 


Amount Per Cent 
(Million $) 


Programs 


Ministry Administratio 24.7 10.4 
Land Management 92.2 Shoat, 
Outdoor Recreation 60.8 Zr 


Resource Products 59 2 PAs ard 8) 


TOTAL 236°. 8 dA) ORO | 


Ministry expenditure directed mainly to the objective of 
growing trees and making them available to users are 
classified internally as (i) Forest Management expenditures 
and (ii) Environmental Protection expenditures. Expenditures 
classified to these two operations are given in Tables 33 
ances4 foreeach fiscal year from 1971-72 through 19/8-J/9. 


The expenses shown in Tables 33 and 34 are not, of course, 
amounts spent by the Provincial Government solely for the 
purpose of growing trees. For example, the forest access 
roads are used not only by those who harvest timber but 
also by recreationists and other members of the public. 
Similarly, the amounts spent on "Environmental Protection" 
are not all attributable to the timber values involved but, 
tO va Paneer extent, for the protection of life and property 
in towns close to forested areas and for preservation of 
recreational and environmental values of the forests. It 
is, therefore, only reasonable to assign only a part of 
some of these expenses to the activity of timber growing. 
There is no known method for correctly apportioning joint 
costs to the constituent activities so a subjective 
assignment of these costs to timber growing has been made. 
Such percentages and the associated amounts are shown in 
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MILLIONS OF DOLLARS 


Gly = 


ENVIRONMENTAL PROTECTION 
(Formerly FOREST PROTECTION) // 


1970/71 I97I/72 1972/73 1973/74 1974/75 |975/76 1976/77 I977/78 1978/79 I979/80 


FIGURE 7. GROWTH OF ONTARIO MINISTRY OF NATURAL RESOURCES (FORMERLY 
DEPARTMENT OF LANDS AND FORESTS) EXPENDITURES 


Source: Annual Reports, OMNR. 
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Direct Salaries, Wages, and Employment 


The Forest Management and Environmental Protection 
activities of the Ontario Government tend to be 
rather labour intensive. The magnitude of the direct 
salary and wage payroll is separately indicated in 
Table 36, along with the direct employment in these 
activities. In 1978, these activities provided 
approximately 1,200 permanent jobs and about 1,700 
man-years in casual and seasonal employment. The 
payroll for these activities in 1978 was in the order 
Of 539 million. 


Additionally, of course, there is an indirect generation 
of employment and payrolls through the expenditure of 
contract funds for purchased services, such as consultant 
studies and the leasing of aircraft and heavy equipment. 
In conjunction with such contracts, operators and 
maintenance crews are normally supplied within the 
CONERACt cose. 


The Time Cost of Money and Indirect Public Expenditures 


In all fairness to economic analysis, two major subjects 
need comment at this stage of the report. The first is 

the aspect of the time cost of money used in forest manage- 
ment expenditures or investments. 


In the foregoing presentation and discussion, a simple 
annual expenditure and revenue (cash flow) picture is 
presented. Nothing is stated about the fact that the 
trees regenerating in any one year (expenditure) do not 
create any or very little government income (revenue) 
until they are harvested at maturity. Additional forest 
management or environmental protection costs may be in- 
curred at any stage of the forest's rotation period. An 
analysis taking these factors into account (compounding 
to the future or discounting to the present) is extremely 
difficult and beyond the scope of this report. Forest 
management costs, interest rates, rotation periods, and 
species compositions are just some of the multitude of 
variables that would need to be examined. Let it suffice 
that we recognize this shortcoming and leave it for a 
future analysis. 


The second aspects which needs to be elaborated for a 
more balanced approach is that only the direct government 
expenditures on forest management are presented in the 
foregoing. If we credit the forest industry with the 
generation of indirect employee income tax revenue, then 
likewise one should recognize the indirect costs incurred 
by different levels of government in the provision of 
services to the communities dependent upon their employ- 
ment on the forest industry. 
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Many of these government services are social in nature. 
Education, health, protection and security, judiciary, 
and several others come to mind. Other services are more 
physical in nature, such as transportation and the mainte- 
nance of its systems, communications, recreation, etc. 
These indirect expenditures and more appropriately, that 
DOLCLON Obm@rhetir. costsyattributable to forest industry 
employees, should form a part of this analysis; but 
again, because of the difficulty in their measurement 

and appropriation, they are recognized, but foregone in 
this presentation. 


TABLE 36 
DIRECT SALARIES, WAGES, AND EMPLOYMENT IN 


ONTARIO GOVERNMENT FOREST ACTIVITIES 


Fiscal Year Salaries Employment 
and and Permanent Casual 
ACEIVItY Wages Sait Staid 
CUManie one's (Man-years) (Man-year 
a equivalents) 
Le EG Rs 
Forest Management 21.9 
Forest Protection 10735 
SEW ert cl 
Forest Management ZC sa) 
Forest Protection 1.0) s4 
197930 
Forest Management Sales 
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CHAPTER VI 


SOME OBLIQUE INFLUENCES 


The preceeding chapters have presented the major influences 
Stacie OMLartourGrest industry On the provincial economy. A 
NMuMvbemcor lesser, bute not rinsigniticant, aspects are: private 
forest lands, forest access roads and recreation and tourism. 
A characteristic of all these topics is that the magnitude 

of the impact is somewhat more difficult to define. 


Thee Private Forest Land 


THe Sabea OL privately owned productive forest and an 
eastern Canada is presented in Table 37. More than 55 
per cent of the productive forest land in the Maritime 
provinces is privately owned. By comparison, only 9 
percent of Ontario"’sS forest land is privately owned. 
The area of productive forest land in private owner- 
ship is, however, a much more meaningful figure. Ont- 
ario's area of private, productive forest land substan- 
tially exceeds that of either New Brunswick or Nova 
~cOtla..) Approximately half of the Ontario private, 
productive forest lands are large holdings, owned by 
railway, forestry and mining companies. 


BVEMeLMOUGH Ontaxri0' S private, productive, forest land 
PseOnly 9 Ger cent Of. total productive forest land 

by area, during the last two decades, Statistics 
Canada estimates it produced from a low of 16 per cent 
COMewNEGheot so per cent of Ontario’ s roundwood. 
Average production was 30 per cent and in 1978 it had 
declined to the low of 16 per cent. Ontario roundwood 
production is presented in Table 38 and is illustrated 
eee eure: Ls 


The high level of production for patented lands may be 
attributed to either higher harvesting and utilization 
levels or better growth. Most likely it is a combina- 
tion, or both. In comparison with most Crown lands that 
arevgecgraphically farther north, private lands often 
have a greater production potential and are often closer 
to markets. 


Memetier halt of private forest lands in Ontario are 
held in relatively small blocks, most operated as part 
of a farm enterprise. The economic importance of these 
farm woodlots was steadily declining until recently, 
when farm income from forest products stabilized in 
constant dollar terms. Farm income in Ontario derived 
from forest products for years 1973 to 1978 was: 
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TABLE 38 


ONTARIO ROUNDWOOD PRODUCTION 


(Million cubic feet) 


| Patented Land Land 
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In 1978, the area of farm woodlots was 4,400 square 
Mibes;  apcut 2.08per ceme “Or all productive, forest 
land in Ontario. This has decreased slightly from 
222) Pen Cent. in 19 mand 2.1 sper cent: 1nei.966 * 


These statistics are, of course, incomplete. Many 
farms are now burning more fuelwood as energy prices 
continue to increase, and the amount of wood products 
Prom .Ehe: farm woodlot that are utilized in the form of 
lumber and posts, etc., is unknown. Woodlots on farms 
also have indirect economic benefits in many ways, 
SUCH as IN windbreaks « which, among other things, 
prevent soil erosion, crop damage and may reduce heat 
ing and air conditioning energy requirements for 
Durraings « 


Resource Access Roads 


For persons only familiar with the highly populated 
and well developed southern fringe of Ontario, it 

is perhaps difficult to visualize the immense land 
areas that wouldi|be closed to vehicular traffic if 
the Province's extractive industries did not exist. 
The forest industry has been one of the great road 
builders into areas where none existed. The govern- 
ment and other resource industries are partners in 
Chismwork, Slable 39° illustrates the current distrib-= 
ution of roads by regions (see Figure 5) and by types. 
Included in this table are all roads constructed by 
industry that are open for general use. 


Additionally there are estimated to be in excess of a 
thousand miles of road that are closed to the public 
for reasons of safety. These are shown in Table 40. 


These figures are indicative of the forest industry's 
COleLiOULLON CO transportation and travel by Toad rn 
alll Yegions of the province. While no further effort 
is made to quantify the impact, one merely needs to 
reflect on our dependence on this mode of transport- 
aLroumin- oun way Ob Pure to realize “that the contrib= 
Utvon 1S Of considerable importance. 


Recreation and Tourism 


While it is generally accepted that significant amounts 
of money are spent annually on recreation and vacations, 
there has been a great paucity of statistics on actual 
expenar tures. Statistics Canada Nas begun to colléct 
and compile some recreational and tourism statistics, 


for (/t.e (8.8 “MPP. 
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and) Various Studies like TORPS (Tourism and Outdoor 
Recreation Planning Study) and CORDS (Canadian Out— 
door Recreation Demand Study) have added much weight 

€0 previous demands for reliable statistics. In 
Ontario, a comprehensive study of recreation entitled 
the Ontario Recreation Survey has been published in 
iWii, based ‘on surveys done during 1973-74. -Atong 
with this, the Crown Land Recreation Study was 
commissioned by the Ontario Ministry of Natural Resources 
and the results were also published in 1977. This 
study relied heavily on data obtained from the Ontario 
Recreation Survey but correlated information with other 
sources. NO information of this nature 1s available 

on a‘segulan, annual basis’. 


Direct expenditures on recreation for five Ministry 
of Natural Resources administrative regions are 
presented in Table 41. The expenditure in 1974 
attributable to recreation on Crown lands and waters 
pe o2 dO Mie von. 


There dstamsurflicient sittatistical basis for relating 
these expenditures to existing forest access roads 
or to the forest resource in general, but it may be 
assumed, since many recreational activities would be 
prohibitively expensive or impossible without access 
Toads; t:hat ‘such roads do contribute substantially 
to the expenditures. 


The Mea jor. forest andustry ‘contribution to recreation 
1S access. to Jdand or water, be it by roads currently 
designated as forest access roads, or by historical 
DloneeLiung oac Construction, to Open) up an area. 
Many forest management techniques enhance wildlife 
habitat and thereby augment wildlife populations 

and associated recreational and commercial tourism 
opportunities. As we have seen in Chapter 5, much 
government expenditure on recreation facilities, 
forest management and forest protection is generated 
DwrOnmmassaeresult Of forest industry activities: 


The presence of the forest industry does provide the 
potential for some negative effects on recreation 

and tourism. There are some pollution problems and 
COntiiVeGes Sometimes occur between campers, COottagers 
and back country travellers and the timber harvesting 
andustay, but these conflicts are being minimized and 
eliminated where possible. 
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